EXPLANATORY NOTES - continued
8.
The cost centre identifies “where” the expenditure is being incurred, with the object account describing “what” it is being spent on, e.g. Salaries, Wages, Materials, etc.

9.
The Ministry of Finance prepares the annual Budget Estimates on the modified cash basis whereby the Estimates are based on anticipated spending for the fiscal year whereas the Governments annual financial statements are prepared on an accrual basis .  This can result in differences between actual expenditures and approved estimates.  The most significant of these are:


(i)
Bad debts provision;  a provision  is established for accounts receivable where 



collection is doubtful.  For budget purposes, no such provision is made.


(ii)
Pension obligation increment;  an accrued benefit obligation is recorded for pension



funds.  For budget purposes, the Government estimates a pension expenditure equal



to its funding payments.


(iii)
Government Borrowing Sinking Fund;  transfers to the sinking fund are recorded as



cash transfers.  For budget purposes, the Government estimates expenditure for the



sinking fund contribution and related interest expenditure.


However additional financial schedules are prepared with actual expenditure adjusted for the above items in order than true comparisons can be made against annual departmental budget appropriations.

10. Following a successful pilot exercise in fiscal 2001/02, nine departments developed their budgets for fiscal 2003/04 using the Zero Based Budgeting methodology.  The departments were, Ministry of Education, Tourism, Youth Sport & Recreation, Tax Commissioner, Defence, Health, Police, PTB and Airport Operations.  It is the Governments intention to phase-in this alternate budgeting methodology and apply it to all departments over a period of approximately two years.

11. As a preliminary to the full application of Zero Based Budgeting, all departments have been called upon for fiscal 2003/04 budgets to:

(i) reconsider and revise (where necessary), departmental mission statements

(ii) restructure programme/cost centres to reflect revised/new departmental objectives

(iii) develop for publication in this document a number of Output/Performance Measures designed to assess the efficiency and effectiveness of the department.

With effect from Budget 2003/04 all departments are required to report upon the actual outcomes of the Output Measures.  These results are shown immediately following the financial budget data of each department.
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